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satisfaction derived from income varies as the square root of
its amount. But the plausibility is, I think, due to the fact
that we have left out of account an important consideration.
There is an ambiguity in the concept of an income-utility
curve. This may refer either to an actual individual, whose
consumable income is supposed to vary while the consumable
incomes of the rest of the community are taken as fixed,
or to a representative individual whose income, along with
the consumable incomes of all other similar individuals, is sup-
posed to vary. Income-utility functions conceived in these
two ways are different from one another ; for the reason that
the satisfaction which a man derives from the possession of
a given income depends, not only on the absolute amount
of the income, but also on the relation subsisting between it
and the incomes of other people. Obviously, since taxation
is concerned with groups, and not with isolated individuals
standing among untaxed neighbours, it is the second and not
the first kind of income-utility curve that is of interest to us.
For small and moderate incomes the difference between the
two is probably slight. But for large incomes the proportion
of the satisfaction-yield which is due to their relative magni-
tude is certainly high. While it would hurt a man in the
£10,000 class a great deal if he had to make shift with £5000
while other people similarly situated were left with £10,000,
the difference between the aggregate satisfaction enjoyed by
the £10,000 class in a community where there were no taxes
and in one where all members of this class were mulcted
regularly in 50 per cent levies — on the assumption, of course,
that other rival classes were subject to a like order of taxation
— would, I submit, be extremely small.1 So soon as this
distinction between the two sorts of income-utility curve is
grasped, we perceive that, for incomes above a moderate level,
the relevant curve will be inclined much more steeply than
prima facie impressions, derived from contemplation of the
curve which is not relevant, at first blush suggested. It is
not plausible to hold that cuts of £10,000 from incomes of
£100,000, £1000 from incomes of £10,000, £100 from incomes
of £1000, and £50 from incomes of £500 all imply about the
same sacrifice. The first of these cuts, if imposed in a general
form, would, apart from temporary dislocations, involve practi-
1 Of. The Economics oj Welfare, 4th edition, p. 90.

